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Infernal Revenus Service ' Department of the Treasury

MidlFict™
Direstor

Date: MAY 13 1385

Person to Contact:

Contact Telephone Number:

|

Refer Reply to:

|

CERTIFIED MAIL

Deur Sir/Madam: ‘ . |
Upon review of your protest dated NN vherein you

brought to our attention the t raphical error in. referring to the
Director of _ as Il
instead of I , vc have corrected our

denial letter of November 15, 1984 and restate our denial letter herein.
You have a new 30 (thirty) day protest period in which to respond.

We have considered your application for recognition of exemption
under section 501(c)(3) of the Internal Revenue Code.

The evidence presented disclosed that you were associated under the
terms' of an agreement approved by the founding directors on I
Bl vith an effective date of HIIIIEEEE. /s an unincorporated
association, you stated you are formed exclusively for charitable, -
literary, and scientific purposes within the meaning of section 501(c}(3)
of the Internal Revenue Code.

The first activity of the organization is the reprint of an
out-of-print book on archaeology. The production of publications is to be
a major activity. Books and pamphlets will primarily be available via mail
order. Publication charges will be determined based on standard fair
market and commerical business rates. Publication projects will not be
limited to the reprint of archaelolgical or historical literature. Any
individual normally having copyrisht interest in any work, as previded
under Public lLaw title 17, shali continue to have same. Also,
wishes to establish a nou-partisan research library and archive. Future
projects, may include the survey of sites, general research, possible field
projects, and the funding of a field school.
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Full details concerning present and futire activities were not
furnished as activities are in the planning stsges and the organization
stated such discussions were premature.

The preseut and founding directors are as follows:

Director, (chairman) - I
Senior Associate Director - G

Associate Director - NN

I has been in business for over I years, primarly in mail
order. He is a member of various archaeological related organizations. He
is an Archivist of Il years experience, and professionally a publisher,
newsletter editor, and senior professional Gamemaster.

" N is an accredited Master Mason (stone). He has .

‘worked on various' restoration projects and has served as a consultant to
same. He has been a professional newspaper editor, copy editor, wire
editor, and a district reporter as well as a production editor. He is a
publisher of music. '

14
I is also an accredited Ixcavation Technician
under the NI program. He has professional experience in the printing
profession, acting as cameraman for plate making printers camera; pressman,
and in graphic arts. He is experienced in layout and producaton necessary

to publication.

#%%% TJhe Director is compensated for hours worked for any purpose pursuant
to the administration of the organization, and the compliance with the
operation of the Bylaws; the Associate Directors are compensated as above
and when assisting same;this time to include, but is not 1limited to
attendance of meetings of the Board, travel expenses for such meetings or
to field trip locations; acting as chairman or supervior at meetings or on
fiela trips, and for conducting the business of the organization as
assigned by the Bylaws or the Director. The Director has authority by sole
signature, and without prior consultation of Board to conduct the daily
business of I, conclude contracts, purchase necessary supplies, write
checks payable for all manner of disbursements (including employee
compensation). -

Section 501(c)(3) of the Internal Revenue Code exempts from Federal
income tax corporations organized and operated exclusively for charitable
literary, or educational purposes no part of the net earnings of which
inures to the benefit of any private shareholder or individual.
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To meet the operational test an organization must be engaged in
activites furthering "public'" purposes rather than private interests. It
must not be operated for the benefit of designated individuals or the
ersons who’ created it. (See Income - Tax - Regaulations

1.501(c)(3)-1(d) (1) (ii)).

Income Tax Regulations 1.501(c)(3)-1(d)(2) provides that the ternm
“!"charitable" is used in section 501(c)(3) in its generally accepted legal
seuse.. To emphasize that the 'generally accepted legal sense" of the term
""charitable" does not mean simply relief of proverty, the regulations 1ist
examples of purposes which are charitable in the 1legal sense. These
purposes include the advancement of education or science.

Income Tax ‘Regulation 1.501(c)(3)-1(¢)(3)(i) provide that the term
Yeducation" includes the instruction of the public on subjects useful to
the individual and beneficial to the community. The publication of printed
‘material may"'b'e educational if: o

(a) the coutent of the publication is educational,

(b) the preparation of material follows methods generally accepted
as "educational"' iu character,

(c) the distribution of materials is necessary o: valuable in
achieving the organization's educational apd scientific purposes, and

(d) the manner in which - the distribution is accomplished is
distinguishable from ordinary commercial publishing practices.
See Rev. Rul, 67-4, 1967 1 C.B, 121.

Revenue Procedure 72-4 C.B. 1972-1, 706 states:

"Exempt status will be recognized in advance of operations if
proposed operations can be described in sufficient detail to permit a
conclusion that the organization will clearly meet the particuvlar
requirements of the section umder which exemption is claimed. A mere
restatement of puiposes or a statement that proposed activities will
be in furtherance of such purposes will not satisfy these
requirements. The organization must fully describe the activities in
which it expects to engage, including the standards, criteria,
procedures, or other means adopted or planned fro carrying out the
activities."

On the basis of the evidence prosented, we hold you fail to qualify
for exemption from Federal income tax under section 501(c){3) of the
Internal Revenue Code on the basis of the following:
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1, Your publication procedures are indistinguishable 'from an
ordinary trade or business thereby precluding exemption from
Federal income tax; )

2. Work projects are inaistinguishable from those done in the name

of the organization from those accomplished in an individual

 capacity ‘thereby sacrificing the charitable and educational
purposes of the organization for private interests;

3, Activities were not discribed in sufficient detall to pernﬁt a
clear conclusion that the organization would meet the
requiurements of section 501(c)(3) of the Internal Revenue Code;

4. Historically, the distinction between an exempt organization and
a commercial enterprise has been a Board of Directors who are
not compensated in their capacity as an officer or director of
the organization, thereby serving the public by protecting the
charitable interest of the organization. : ’

In the instant case, there is no distinction or separation of
the administrative from the professional staff. THe officers
and directors are compensated in their capacity as such. The
organization has failed to safeguard and protect any charitable
or educaional purpose the organization may have; and -

5. 'The organization fails the operational test under section
501(c)(3) of the Internal Revenue Code as it is serving the
private interests of who vitually operates
and controls
BN 2t his will. Further, I is operated to allow the
persons who control it to carry on their professional activities
in various fields for compensation. The organization's primary
interest is to serve the private interest of the persons who
control it rather than a public interest.

In conclusiou, based on the evidence presented, we hold that you do
not qualify from Federal income tax under section 501(c)(3) or any other
section of the Ilnternal Revenue Code. Therefore, you are required to file
Federal income tax returns on Form 1120 annually.

If you do not accept our findings, you may request a conference with
a member of our Regional Office Conference Staff. Your request for a
couference shculd include a written appeal giving the facts, law, and any
other information to support your position as explained in the enclosed
Publication 8S2. You will then be contacted to arrange a date for a
conference. The conference may be held at the Regional Office, or, if you
Yequrest, at any mutually convenient District Office. A self-addressec

envelope is enclosed.
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If you do not protest this proposed determination in a timely manner,
it will be considered by the Internal Revenue Service as a failure to
exhaust available administrative remedies. Section 7428(b)(2) of the
Internal Reveniue Code provides in part that "A declaratory judgment or
decree under this section shall not be issued in any proceeding unless the
Tax Court, the Claims Court, or the district court of the United States {or
the District of Columbia determines that the organization involved has
exhausted administrative remedies availabvle to it with the Internal

Revenue Service."

In the eveut this letter becomes our final action, as provided in
section 61¢4(c) of the Internal Revenue Code if 1954 and applicable
regulations, the appropriate State Officials will be notified of our

determination,

If we do not hear from you within 30 days, this determination will
become final. §

.

Sincerely yours,

District Director

Enclosure: Publication 892




Internal Revenue Scrvice Department of the Treasury

District .
Oirector

NOV 15 1984

Date:
Person to Contact:

Contact Te lephcme Number:

Refer Reply to: '
l

CERTIFIED MAIL

Gentlemen:

We have considered your application for recognition of exemption under
.section $01(c) (3) of the Internal Revenue Code.

The evidence presented disclosed that you were associated under the
temms of an agreement approved by the founding directors on ‘ .
Bl vwith an effective date of UNNNNSENEEE. As an unincorporated
association, you stated you are fomed exclusively for charitable,

- literary, and scientific purposes within the meaning «of section: 501(0) (3)
of the Internal Revenue Code. ¥ o

The first activity of the organization is 'the reprint of an
out-of-print book on archaeology. The production of publications is to be
a major activity. Books and pamphlets will primarily be available via mail
order. Publication charges will be detemmined based on standard fair
market and commercial business rates. Publication projects will not be
limited to the reprint of archaeclogical or historical literature. Any
individual normally having copyright interest in any work, as provided
under Public Law title 17, shall continue to have same. Also, I
wishes to establish a non-partisan research library'and archive. Future
projects may include the survey of sites, general research, possible field
projects, and the funding of a field school. ‘

Full details concerning present and future activities were not
furnished as activities are in the planning stages and the organization
stated such discussions were premature.

The present and founding directors arez as follows:

Director, (Chairman) - I cScnior Associate

Director - I Associate Direcicr -
B

I has been in business for over years, primarly in mail
order. He is a member of various archaeological related organizations. He
is an Archivist of B years experience, and professionally a publisher,
newsletter editor, and senior professional Gamemaster.
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I is an accredited Master Mason l(stone) He has
worked on various restoration projects and has served as a consultant to
same. He has been a professional newspaper editor, copy editor, wire
editor, and a district reporter as well as s production editor. He is a

publisher of music,

I (s also an accredited Excavation Techpician
under the N program. He has professional experience in the printing

profession, acting as cameraman for plate making printers camera, pressman,
and in graphic arts. He ls experienced in layout and prqduction necessary

to publication,

The Director is compensated for hours worked for any purpose pursusnt
to the administration of the organizetion, and the compliance with the
operation of the Bylaws; the Associate Directors are compensated as above
and when assisting same; this time to include, but 1s not 1limited to
attendance of meetings of the Board, travel expenses for such meetings or
to fleld trip locations; acting as chairman or supervior at meetings or on
field trips, and for conducting the business of the organization as
assigned by the Bylaws or the Director. The Director has authority by sole
signature, and without prior consultation of the Beard to !conduct the daily
business of I, conclude contracts, purchase necessary supplies, write
checks payable for all manner of disbursements (irTcluding err?ployee

compensation) .

Section 501(c)(3) of the Internal Revenue Code exeppts from Federal
income tax corporations organized and operated exclusively for
charitable...literary, or -educational purposes...no part of the net
earnings of which inures to the benefit of any private shareholder or

individual,

To meet the operational test an organization must be engaged in
activities furthering "public" purposes rather than private interests, It
must not be oOerated for the benefit of designated individuals or the
persons who created it. (see Income Tax Regulations

1.501(c) (3)-1(d) (1) (11) ).

Income Tax Regulations 1.501(c)(3)-1(d)(3)(i) provide that the term
Yeducation" includes the instruction of the public on subjects useful to
the individual and beneficial to the community. The publication of printed
material may be educational if: ,

1
i
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!

(a) the content of the publication is educational,
(b) the preparation of material follows methods generally
accepted as "educational" in character, \

(c) the distribution of materials is necessary or valuable in
achieving the organization's educational Tand scientific

purposes, and :

(d) the manner in which the distrubtion is: accomplished is
distinguishable from ordinary commercial pulishing practices.
See Rev. Rul, 67-4, 1967 1 C.B. 121.

Revenue Procedure 72-4 C.B. 1972-1, 706 states:

"Exempt status will be recognized in advance of operations if
proposed operations can be described in sufficient detail to
permit a conclusion that the organization will iclearly meet the
particular requirements of the section under which exemptign 1is
claimed. A mere restatement of purposes or a statement that
proposed activities will be in furtherance of such puIpOses will
not satisfy these requirements. The organization must ' fully
describe the activities in which it expects to- engage, lncluding
the standards, criteris, procedures, or other means adop?ed or
planned for carrying out the activities.”

On the basis of the evidence presented, we hold you fail to qualify
for exemption from Federal income tax under section 501(c)(3) of the
Internal Revenue Coae on the basis of the following: P

1.

Your publication procedures are indistinguishable from an
ordinary <:rade or business thereby precluding exemption from
Federal income tax; ! ;

Work projects are indistinguishable from those ,done in the name
of the orgenization from those accomplished j[n an individual
capacity thereby sacrificing the charitable |and educational
purposes of the organization for private 1nterests,

Activities were not described in sufficient detal to permit a
clear conclusion that the organlization would meet the
requiredments of section 501(c) (3) of the Internal Revenue Code;
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4, Historically, the distinction between an exempt organization and
a commercial entermprise has been a Board of Directors who are
not compensated in their capacity as an officer or director of
the organization, thereby serving the public [by protecting the

il charitable interest of the organization. !

In the instant case, there is no distinctioné or separation of
the administrative from the professional staff. The officers
and directors are compensated in their capacity as such. The
organization has failed to safeguard and protect any charitable
or educational purpose the organization may have, and P

5. The omganization fails the operational test under section
501(c)(3) of the Internal Revenue Code as it -is serving the
private interests of NGNS who virtually operates

and controls

I =t his will. Further, HEEMEEM 1s operated to allow the
persons who control it to carry on their professional activities
in various flelds for compensation. The organization's primary
interest is to serve the private interest of the persc1r,s who
control it rather than a public interest. 7

In conclusion, based on the evidence presented, we!hold that vyou do
not qualify from Federal income tax under section 501(c)(3) or any other
section of the Internal Revenue Code. Therefore, you are required to file
Federal income tax returns on Form 1120 annually. i .

If you are in agreement with our findings, p.leasFe sign, date  and
return one copy of the enclosed Form 6Cl8. |

If you do not accept our findings, you may request aiconference witii 2
member of our Regional Office Conference Staff.  Your I'equt.i" ‘for a
conference should include a written appeal giving the facts, law, wd eny
other infommation to support your position as explained In ine enciosed
Publication 892. You will then be contacted to arrange a dJate for a
conference. The conference may be held at the Regional Office, or, if you
request, at any mutually convenient District Office. ;A self-addressed
envelope is enclosed.
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{

If you do not protest this proposed detemmination in a timely manner,
it will be considered by the Internal Revenue Service as a failure to
exhaust available administrative remedies. Section 7428(b)(2) of the
Internal Revenue Code provides in part that "A declaratory judgment or
decree under this section shall not be issued in any proceeding unless the
Tax Court, the Claims Court, or the district court of the United States for
the District of Columbia detemmines that the organization involved has
exhausted administrative remedies available to it within the Internal

Revenue Service."

In the event this letter becomes our final action, as provided in
section 6104(c) of the Internal Revenue Code of 1954 and applicable
regulations, the appropriate State Officials will be! notified qof our
detemination. H

If we do not hear from you within 30 days, this determination will
become final. g :

Sincerely yours,

I

District Director !

Enclosure: Publication 892





